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to the whole tired American agricul-
tural regime. Our current policy works
to the detriment of most American
farmers and the taxpayers and under-
cuts our ability at the bargaining table
to open up foreign markets to Amer-
ican agriculture.

It is not too late for the President to
restore integrity to our trade negotia-
tions by abandoning these narrow, ide-
ological partisan approaches. The Sen-
ate can easily make this a better bill
by jettisoning the trade-corrupting
provisions, letting the legislative proc-
ess work, and listening to the critics
who have legitimate concerns.

We are not going to end the debates
on the role of globalization and trade
policy; but by addressing these legiti-
mate concerns, we can narrow the de-
bate and enable the administration to
pursue the policies that United States
Trade Representative Zoellick sin-
cerely wants to achieve, I believe.

Given the right bill, we will not be
held hostage to narrow special inter-
ests at home while we make the poor-
est of countries pay the price for our
lack of political leadership and policy
clarity.
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SOCIAL SECURITY SOLVENCY

The SPEAKER pro tempore (Mr.
OTTER). Under the Speaker’s an-
nounced policy of January 3, 2001, the
gentleman from Michigan (Mr. SMITH)
is recognized during morning hour de-
bates for 5 minutes.

Mr. SMITH of Michigan. Mr. Speak-
er, I just returned from the Presi-
dential Commission on Social Security
meeting. This morning they released
their plan that they will be reviewing
and presenting to the President on the
21st of this month.

They presented three proposals. Ear-
lier this year, I encouraged the com-
mission to come to agreement on one
proposal. I am somewhat concerned,
with three proposals, that we end up
bickering in this Chamber about the
advantages and disadvantages of each
proposal and use it as an excuse to do
nothing. It would have been much bet-
ter if the commission had developed
one proposal.

Briefly, the three proposals allow op-
tional, worker owned investments.

The first proposal allows an invest-
ment of 2 percent of our taxable in-
come and then offsets future Social Se-
curity benefits to the extent and with
the assumption that that investment
in private accounts will accumulate 3.5
percent return on investment. So they
assume that that is 3.5 percent, and de-
duct that compounded earnings value
from future benefits.

The second proposal allows 4 percent
of taxable income, not to exceed $1,000
a year, but provides that they are only
assuming 2 percent return on that pro-
posal to determine reductions in future
benefits. Investments would be limited
to safe investments, and all plans are
optional. Everything that our personal
account would accrue above the 2 per-

cent would be an increase in ultimate
retirement benefits.

These plans are especially beneficial
for those individuals under 40 years of
age that have a period of time for the
magic of compound interest to work.

The third proposal is based on the
premise that it is important to resolve
Social Security, but it is more impor-
tant to keep promised benefits. So it
appears that it would take a tremen-
dous amount of financing from other
sources other than the payroll tax to
accommodate that particular proposal.

Mr. Speaker, earlier this year I told
the commission that I was concerned
that they must do a better job commu-
nicating to the American people the
predicament that Social Security now
finds itself in. Social Security is insol-
vent.

We know how many people there are
and when they are going to retire. We
know that people will live longer in re-
tirement. We know how much they will
pay in and how much they will take
out. We also know that payroll taxes
will not cover benefits, starting in 2015,
and that the shortfalls will add up to
$120 trillion in the 75 years following
2015.

Today’s value of that shortfall is a
little over $9 trillion. This graph sim-
ply represents our short-term benefit,
because we have been increasing taxes,
payroll taxes. Every time Social Secu-
rity was in trouble, we would increase
the taxes. So in the short run, until
2015, 2016, 2017, someplace in those
years, there is more money coming in
than we need. But after that, the red
portion of this graph represents the
$120 trillion that will be needed in addi-
tion to Social Security taxes. Some-
thing needs to be done if we are going
to keep this most important program
secure and solvent.

A lot of people have said that the
economic growth will fix Social Secu-
rity. That is not true, because as wages
increase, so do the benefits. So increas-
ing the economy of this country with
more jobs and more benefits in the long
run simply results in a greater require-
ment for payouts. When the economy
grows, workers pay more in taxes, but
they are going to get it out. Growth
makes the number look better now, but
leaves a larger hole later.

I think this Social Security Commis-
sion has done a service by at least lay-
ing out three proposals, all of which
eventually will add to the solvency of
Social Security. The question is, do we
want to allow some privately owned ac-
count for private investments?

This is a graph that I made up just to
show what has happened in the last 100
years in terms of the returns of stock
investments. We see the ups and downs,
but the average over the last 100 years
is 6.7 percent. That compares to about
1.7 percent that the average retiree is
going to receive as a return on the
money they and their employer put
into Social Security for them.

So, that is the problem: there is not
a very good return on your Social Se-

curity taxes. It is not a good invest-
ment. Everybody, on average, that is
working now and paying in can expect
at retirement time the equivalent of a
1.7 percent return.

I would like to conclude by congratu-
lating the commission for their work. I
will help increase a understanding by
the American people that there is a
huge problem. We have come a long
way since my first Social Security bill
in 1994. I hope this report is the kind of
stimulus and catalyst that will allow
this Chamber to move forward to as-
sure that we save Social Security.
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AN ALTERNATIVE PLAN TO PRI-
VATIZATION TO SECURE SOCIAL
SECURITY FOR THE FUTURE

The SPEAKER pro tempore. Under
the Speaker’s announced policy of Jan-
uary 3, 2001, the gentleman from Or-
egon (Mr. DEFAZIO) is recognized dur-
ing morning hour debates for 5 min-
utes.

Mr. DEFAZIO. Mr. Speaker, respond-
ing to the gentleman that preceded me,
I agree that there is a problem with So-
cial Security, and it is something that
this House and this administration
should deal with. We do agree there.

However, the problem is a little dif-
ferent than described. In the year 2016,
Social Security will get to the point
where the income, it is true, will not
equal benefits; but it will begin only to
draw on the interest on its accumu-
lated trust funds.

Now, we either have assets in Social
Security, because we are paying much
more in taxes today and accumulating
trust funds, or we do not. There is some
disagreement over whether Federal
Treasury notes deposited for Social Se-
curity constitute real assets. In fact,
the Secretary of the Treasury went so
far as to say that there are no real eco-
nomic assets in the trust fund, only ob-
ligations, the full faith and credit of
the Federal Government of the United
States of America, which the last time
I checked was the safest investment in
the world.

So from 2016 to 2025, we will only
spend down interest. In 2025, just like
someone in retirement, then the gov-
ernment would begin to redeem the
bonds, the investments, the principle.
And yes, in 2038, there will be a real
problem. In 2038, Social Security will
only have income sufficient to pay 70
percent of promised benefits. So start-
ing in 37 years, we have a 30 percent
problem.

Now, the question becomes, do we de-
stroy the entire existing system, which
benefits more than 40 million Ameri-
cans today and many more millions in
the future, or do we adjust it a little
bit, especially with 37 years lead time?

There are three ways to do it:
First, we can increase the income,

which either means some different
kind of investments other than Federal
debt; or we can increase taxes, which
has been ruled out by this administra-
tion.
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